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Arthur  Andersen  &  Co. 


One  International  Place 
Boston  MA  02110-2604 


REPORT  OF  INDEPENDENT  PUBLIC  ACCOUNTANTS 


To  the  Massachusetts  Convention  Center  Authority: 

We  have  audited  the  accompanying  combined  financial  statements  of 
the  Massachusetts  Convention  Center  Authority  (a  public 
instrumentality  of  the  Commonwealth  of  Massachusetts)  as  of  June  30, 
1991  and  1990,  and  fo^:  the  years  then  ended.   These  combined 
financial  statements  are  the  responsibility  of  the  Authority's 
management.   Our  responsibility  is  to  express  an  opinion  on  these 
combined  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted 
auditing  standards.   Those  standards  require  that  we  plan  and 
perform  the  audit  to  obtain  reasonable  assurance  about  whether  the 
financial  statements  are  free  of  material  misstatement.   An  audit 
includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts 
and  disclosures  in  the  financial  statements.   An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates 
made  by  management,  as  well  as  evaluating  the  overall  financial 
statement  presentation.   We  believe  that  our  audits  provide  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,  the  combined  financial  statements  referred  to  above 
present  fairly,  in  all  material  respects,  the  financial  position  of 
the  Massachusetts  Convention  Center  Authority  as  of  June  30,  1991 
and  1990,  and  the  results  of  its  operations  and  its  cash  flows  for 
the  years  then  ended,  in  conformity  with  generally  accepted 
accounting  principles. 

As  discussed  in  Note  3,  the  Authority  is  involved  in  several 
lawsuits  arising  primarily  as  a  result  of  the  expansion  and 
renovation  of  the  Hynes  Convention  Center.   The  ultimate  outcome  of 
the  lawsuits  cannot  presently  be  determined.   Accordingly,  it  is  not 
possible  at  this  time  to  assess  the  adequacy  of  the  provision  for 
any  liability  in  the  accompanying  combined  financial  statements  that 
may  result  upon  settlement  or  adjudication. 

September  18,  1991 
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Arthur  Andersen  &  Co. 


One  International  Place 
Boston  MA  02110-2604 


REPORT  OF  INDEPENDENT  PUBLIC  ACCOUNTANTS 
ON  COMPLIANCE  WITH  LAWS  AND  REGULATIONS 


To  the  Massachusetts  Convention  Center  Authority: 

We  have  audited  the  combined  financial  statements  of  the 
Massachusetts  Convention  Center  Authority  (the  Authority),  as  of  and 
for  the  years  ended  June  30,  1991  and  1990,  and  have  issued  our 
report  thereon,  which  contains  an  explanatory  fourth  paragraph, 
dated  September  18,  1991. 

We  conducted  our  audits  in  accordance  with  generally  accepted 
auditing  standards  and  the  standards  for  financial  audits  contained 
in  Government  Auditing  Standards  (1988  Revision),  issued  by  the 
Comptroller  General  of  the  United  States.   Those  standards  require 
that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material 
misstatement . 

Compliance  with  laws,  regulations,  contracts  and  grants  applicable 
to  the  Authority  is  the  responsibility  of  the  Authority's 
management.   As  part  of  obtaining  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement,  we 
performed  tests  of  the  Authority's  compliance  with  certain 
provisions  of  laws,  regulations,  contracts  and  grants.   However,  our 
objective  was  not  to  provide  an  opinion  on  overall  compliance  with 
such  provisions. 

The  results  of  our  tests  indicate  that,  with  respect  to  the'  items 
tested,  the  Authority  complied,  in  all  material  respects,  with  the 
provisions  referred  to  in  the  preceding  paragraph.   With  respect  to 
items  not  tested,  nothing  came  to  our  attention  that  caused  us  to 
believe  that  the  Authority  had  not  complied,  in  all  material 
respects,  with  those  provisions. 
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This  report  is  intended  for  the  information  of  management  and  the 
Board  of  Directors  of  the  Authority.   This  restriction  is  not 
intended  to  limit  the  distribution  of  this  report,  which  is  a  matter 
of  public  record. 


/k^c/iA^v^ 


September  18,  1991 
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Arthur  Andersen  &  Co. 


One  International  Place 
Boston  MA  02110-2604 


REPORT  OF  INDEPENDENT  PUBLIC  ACCOUNTANTS  ON  INTERNAL  CONTROLS 


To  the  Massachusetts  Convention  Center  Authority: 

We  have  audited  the  combined  financial  statements  of  the 
Massachusetts  Convention  Center  Authority  (the  Authority),  as  of  and 
for  the  years  ended  June  30,  1991  and  1990,  and  have  issued  our 
report  thereon,  which  contains  an  explanatory  fourth  paragraph, 
dated  September  18,  1991. 

We  conducted  our  audits  in  accordance  with  generally  accepted 
auditing  standards  and  the  standards  for  financial  audits  contained 
in  Government  Auditing  Standards  (1988  Revision),  issued  by  the 
Comptroller  General  of  the  United  States.   Those  standards  and  OMB 
Circular  A-128  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  statements  are  free 
of  material  misstatement. 

In  planning  and  performing  our  audits  of  the  financial  statements  of 
the  Authority  for  the  years  ended  June  30,  1991  and  1990,  we 
considered  its  internal  control  structure  in  order  to  determine  our 
auditing  procedures  for  the  purpose  of  expressing  our  opinion  on  the 
financial  statements  and  not  to  provide  assurance  on  the  internal 
control  structure. 

The  management  of  the  Authority  is  responsible  for  establishing  and 
maintaining  an  internal  control  structure.   In  fulfilling  this 
responsibility,  estimates  and  judgments  by  management  are  required 
to  assess  the  expected  benefits  and  related  costs  of  internal 
control  structure  policies  and  procedures.   The  objectives  of  an 
internal  control  structure  are  to  provide  management  with 
reasonable,  but  not  absolute,  assurance  that  assets  are  safeguarded 
against  loss  from  unauthorized  use  or  disposition,  and  that 
transactions  are  executed  in  accordance  with  management's 
authorization  and  recorded  properly  to  permit  the  preparation  of 
financial  statements  in  accordance  with  generally  accepted 
accounting  principles.   Because  of  inherent  limitations  in  any 
internal  control  structure,  errors  or  irregularities  may 
nevertheless  occur  and  not  be  detected.   Also,  projection  of  any 
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evaluation  of  the  structure  to  future  periods  is  subject  to  the  risk 
that  procedures  may  become  inadequate  because  of  changes  in 
conditions  or  that  the  effectiveness  of  the  design  and  operation  of 
policies  and  procedures  may  deteriorate. 

For  the  purpose  of  this  report,  we  have  classified  the  significant 
internal  control  structure  policies  and  procedures  in  the  following 
categories : 

Financial  reporting  cycle 

Treasury  cycle 

Revenue  cycle 

Payroll  expenditure  cycle 

Vendor  expenditure  cycle 

Conversion  (fixed  assets  and  inventory)  cycle. 

For  all  of  the  internal  control  structure  categories  listed  above, 
we  obtained  an  understanding  of  the  design  of  relevant  policies  and 
procedures  and  whether  they  have  been  placed  in  operation,  and  we 
assessed  control  risk. 

Our  consideration  of  the  internal  control  structure  would  not 
necessarily  disclose  all  matters  in  the  internal  control  structure 
that  might  be  material  weaknesses  under  standards  established  by  the 
American  Institute  of  Certified  Public  Accountants.   A  material 
weakness  is  a  reportable  condition  in  which  the  design  or  operation 
of  one  or  more  of  the  specific  internal  control  structure  elements 
does  not  reduce,  to  a  relatively  low  level,  the  risk  that  errors  or 
irregularities  in  amounts  that  would  be  material  in  relation  to  the 
financial  statements  being  audited  may  occur  and  not  be  detected 
within  a  timely  period  by  employees  in  the  normal  course  of 
performing  their  assigned  functions.   We  noted  no  matters  involving 
the  internal  control  structure  and  its  operation  that  we  consider  to 
be  material  weaknesses  as  defined  above. 

This  report  is  intended  for  the  information  of  management  and  the 
Board  of  Directors  of  the  Authority.   This  restriction  is  not 
intended  to  limit  the  distribution  of  this  report,  which  is  a  matter 
of  public  record. 


AiZ&<^  A»JU~~>  *'  (£r 


September  18,  1991 
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MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 


COMBINED  BALANCE  SHEETS 


ASSETS 


CURRENT  ASSETS: 

Cash  and  short-term  investments,  including 

$1,802,074  in  1991  and  $9,223,555  in  1990  in 

cash  and  cash  equivalents  (Notes  2  and  9) 
Funds  held  by  Bond  Trustee;  all  cash  and  cash 

equivalents  (Note  7) 
Grants  receivable  from  the 

Commonwealth  (Notes  2  and  5) 
Convention  receivables,  net  of  allowances  for 

doubtful  accounts  of  $108,951  in  1991  and 

$145,672  in  1990 
Prepaid  assets 
Other  (Note  9) 

Total  current  assets 


19  9  1 


19  9  0 


$  2,898,255  $  9,431,467 
8,766,505  8,788,932 
3,572,042     3,842,188 


1,014,579 

775,608 

30,489 


393,157 

944,165 

72,284 


$  17,057,478  $  23,472,193 


FUNDS  HELD  BY  BOND  TRUSTEE  (Note  7): 

Construction  account,  including  cash  and 
cash  equivalents  of  $1,250,969  in  1991 

and  $177,788  in  1990  $   1,304,969  $ 

Debt  service  and  debt  service  reserve  accounts, 
including  cash  and  cash  equivalents  of  $36,500 


in  1991  and  1990 
Renewal  and  replacement  account,  including  cash 
and  cash  equivalents  of  $563,160  in  1991  and 
$3,090,284  in  1990 


GRANTS  RECEIVABLE  FROM  THE 
COMMONWEALTH  (Notes  2  and  5) 


OTHER  INVESTMENTS  (Notes  2  and  9) 


INVESTMENT  IN  FACILITIES  (Notes  1,  2,  4  and  6) 
Land 

Convention  center  and  improvements 
Parking  garage  and  improvements 
Equipment  and  fixtures 


Less-  Accumulated  depreciation 


DEFERRED  CHARGES  AND  OTHER 

NONCURRENT  ASSETS,  net  (Notes  2,  4  and  6) 


10,636,500    10,636,500 

8,892,468     8,258,080 
$  20,833,937  $  19,175,617 

$  19,637,835  $  15,644,229 

$   1,471,183  $   2,372,834 


$  52,029,496  $  52,029,496 

178,441,584   177,309,367 

10,674,807    10,268,529 

12,075,971    11,506,158 

$253,221,858  $251,113,550 
34,797,826    24,546,440 

$218,424,032  $226,567,110 


$   4,312,376  $   3,778,264 
$281,736,841  $291,010,247 


JUNE  30,  1991  AND  1990 

LIABILITIES  AND  GRANTS  AND  FUND  BALANCES 


CURRENT  LIABILITIES: 

Current  portion  of  bonds 

payable  (Notes  1  and  5) 
Construction  payables  and  retainage  (Note  3) 
Accounts  payable  and  accrued 

expenses  (Note  8) 
Accrued  interest  expense  (Notes  1,  2  and  5) 
Deposits  and  deferred  revenue  (Note  2) 

Total  current  liabilities 


BONDS  PAYABLE,  long-term 
portion  (Notes  1  and  5) 


281,037    ACCRUED  INTEREST  EXPENSE  (Notes  1,  2  and  5) 


ACCRUED  PENSION  EXPENSE  (Notes  8  and  9) 


COMMITMENTS  AND  CONTINGENCIES  (Note  3) 


GRANTS  AND  FUND  BALANCES  (Notes  2  and  6) 
Contributed  capital,  grants-in-aid  of 
facilities  acquisition 

Less-  Accumulated  amortization  of 
contributed  capital 


Fund  balances- 
Retained  earnings  (deficit) 
Civic  and  Convention  Center  Fund 
Massmeetings  Custodial  Fund 


Total  grants  and  fund  balances 


19  9  1 


19  9  0 


$  11,500,000   $  10,675,000 
8,766,505      8,788,932 


4,373,883 

3,572,042 

378,123 


2,713,879 

3,842,188 

841,417 


$  28,590,553   $  26,861,416 


$135,435,000   $146,935,000 


$  19,637,835   $  15,644,229 


$   1,516,898   $   1,276,862 


$132,288,414   $118,680,031 

35,672,972     25,728,436 

$  96,615,442   $  92,951,595 


(350,766)  $ 
221,929 
69,950 


(694,820) 
7,970,861 
65,104 


$  (58,887)  $  7,341,145 
$  96,556,555  $100,292,740 
$281,736,841   $291,010,247 


The  accompanying  notes  are  an  integral  part  of  these  financial  statements, 


MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 

COMBINED  STATEMENTS  OF  OPERATIONS  AND  RETAINED  EARNINGS  (DEFICIT) 
FOR  THE  YEARS  ENDED  JUNE  30,  1991  AND  1990 


REVENUES  (Note  2) : 
Parking  fees 

Convention  rental  income 
Convention  services  income 
Interest  income 
Other 


EXPENSES: 

Salaries  and  benefits  -  operating 

Salaries  and  benefits  -  administrative 

Other  operating  expenses 

Other  administrative  expenses 

Contracted  services 

Utilities 

Depreciation  (Note  2) 


Loss  from  operations  before 
operating  transfers 

OPERATING  TRANSFERS: 

State  grants  -  contractual  assistance 
earned  (Note  2) 


19  9  1 


19  9  0 


$   3,887,183 

2,443,143 

5,  167,361 

276,196 

193,487 


$   3,886,413 

2,101,539 

4,398,983 

345,667 

122,884 


$  11,967,370   $  10,855,486 


$   4,134,613 

751,559 

2,510,326 

490,666 

6,304,044 

2,224,540 

10,251,387 


$  3,845,924 
784,754 
3,032,317 
315,780 
5,893,081 
2,359,135 
9,658,376 


$  26,667,135   $  25,889,367 


$(14,699,765)  $(15,033,881) 


5,099,283 


3,537,743 


Loss  from  operations 

PROJECT-RELATED  REVENUES  AND  EXPENSES: 
State  grants  -  contractual  assistance 

earned  (Note  2) 
Interest  expense  (Notes  2  and  5) 
Other  expenses  (Note  2) 

Net  loss 

ADD  BACK-  Depreciation  on  fixed  assets 
acquired  with  contributed  capital, 
grants-in-aid  of  facilities 
acquisition  (Note  2) 

RETAINED  EARNINGS  (DEFICIT) ,  beginning 
of  year 

RETAINED  DEFICIT,  end  of  year 


$  (9,600,482)  $(11,496,138) 


17,105,893 
(14,956,270) 
(2,149,623) 


16,943,500 
(15,403,303) 
(1,540,197) 


$  (9,600,482)  $(11,496,138) 


9,944,536 


9,443,372 


(694,820)     1,357,946 
$    (350,766)  $    (694,820) 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 
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MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 


STATEMENTS  OF  REVENUES,  EXPENDITURES  AND  CHANGES  IN 

FUND  BALANCE  -  CIVIC  AND  CONVENTION  CENTER  FUND 

FOR  THE  YEARS  ENDED  JUNE  30,  1991  AND  1990 

(Notes  2  and  4) 


REVENUES : 

Interest  income 


TRANSFERS : 

To  contributed  capital  to  fund 
construction  payables  and 
retainage  (Notes  2  and  6) 


EXPENDITURES  (Note  6): 

Hynes  Convention  Center  expansion 
and  renovation- 
Insurance  premiums 
Architectural  services 
Telecommunications 
Building  renovation  (Note  3) 
Garage  rehabilitation  study  (Note  4) 
Design  and  other  consultants 
Project  engineer 
Shoring 
Other 


19    9    1 


19    9    0 


$ 


273,094       $       699,153 


$  5,985,953   $ 


$ 


$   300,288 
64,697      203,164 
140,700 
567,181 


908,831 
84,000 

400,777 
10,587 


513,739 
42,750 


$  2,036,073   $1,200,641 


DEFICIENCY  OF  REVENUES  OVER  TRANSFERS 
AND  EXPENDITURES 

FUND  BALANCE,  beginning  of  year 

FUND  BALANCE,  end  of  year 


$(7,748,932)  $  (501,488) 

7,970,861    8,472,349 
$    221,929   $7,970,861 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 
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MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 


STATEMENTS  OF  REVENUES,  EXPENDITURES  AND  CHANGES  IN 
FUND  BALANCE  -  MASSMEETINGS  CUSTODIAL  FUND 
FOR  THE  YEARS  ENDED  JUNE  30,  1991  AND  1990 

(Note  2) 


19  9  1  19  9  0 

REVENUES : 

Cooperative  marketing  contributions  $   -    $80,125 

Interest  income  4,846   5,055 


$  4,846  $85,180 


EXPENDITURES: 

Regional  office  expense  -     36,003 


Excess  of  revenues  over  expenditures       $  4,846  $49,177 
FUND  BALANCE,  beginning  of  year  65,104   15,927 

FUND  BALANCE,  end  of  year  $69,950  $65,104 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 
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MASSACHUSETTS 

CONVENTION 

CENTER 

AUTHORITY 

COMBINED 

STATEMENTS 

OF 

CASH 

FLOWS 

FOR 

THE  YEARS 

ENDED  JUNE 

30 

,  1991  AND 

1990 

1991        1990 


CASH  FLOWS  FROM  OPERATING  ACTIVITIES: 

Loss  from  operations  $  (9,600,482)  $(11,496,138) 


Adjustments  to  reconcile  loss  from 
operations  to  net  cash  used  for 
operating  activities- 
Depreciation  $  10,251,387   $   9,658,376 
Expenditure  of  net  investment 
income  earned  on  funds  held  by 

Bond  Trustee  for  operating  costs  (5,099,283)  (3,537,743) 
Accretion  of  investment  discount  (174,312)  (189,107) 
Increase  in  accrued  interest 

receivable  (29,052)       (29,052) 

Interest  income  (72,577)      (127,508) 

Net  funding  for  the  Massmeetings 

Custodial  Fund  -  44,122 

Changes  in  assets  and  liabilities- 
increase)  decrease  in  convention 

receivables  (621,422)       290,369 

Decrease  (increase)  in  prepaid 

assets  168,557       (122,967) 

Decrease  in  other  assets  14,795        13,711 

Increase  in  deferred  charges  and 

other  noncurrent  assets,  net         (722,918)      (275,989) 
Increase  (decrease)  in  accounts 

payable  and  accrued  expenses       1,660,004       (104,067) 
(Decrease)  increase  in  deposits 

and  deferred  revenue  (463,294)      583,291 

Increase  in  accrued  interest 

expense  240,036        279,646 


Total  adjustments  $   5,151,921   $   6,483,082 


Net  cash  used  for  operating 

activities  $  (4,448,561)  $  (5,013,056) 


CASH  FLOWS  FROM  NONCAPITAL  FINANCING 
ACTIVITIES: 

Expenditure  of  net  investment 
income  earned  on  funds  held  by 
Bond  Trustee  for  project-related 
costs  $  (1,960,817)  $  (1,351,391) 


CASH  FLOWS  FROM  CAPITAL  AND  RELATED 
FINANCING  ACTIVITIES: 

Interest  paid  on  revenue  bonds         $(11,232,810)  $(11,992,835) 
Interest  expense  reimbursed  by 

the  Commonwealth  11,232,810     11,992,835 

Principal  paid  on  revenue  bond 

maturities  (10,675,000)    (9,935,000) 

Reimbursement  from  the  Commonwealth 

for  payment  of  bond  principal  10,675,000      9,935,000 

Additions  to  investment  in  facilities    (2,108,308)    (3,632,488) 
(Decrease)  increase  in  construction 

payables  and  retainage  (22,427)     1,854,189 

Proceeds  from  insurance  on  capital 

assets  27,000        229,335 


Net  cash  used  for  capital 
and  related  financing 
activities  $  (2,103,735)  $  (1,548,964) 
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MASSACHUSETTS 

CONVENTION 

CENTER 

AUTHORITY 

COMBINED 

STATEMENTS 

OF 

CASH 

FLOWS 

FOR 

THE  YEARS 

ENDED  JUNE 

30 

,  1991  AND 

1990 

(Continued) 


1991  1990 


CASH  FLOWS  FROM  INVESTING  ACTIVITIES: 
Purchase  of  U.S.  Government  and  agency 

obligations  $(18,815,799)  $(15,818,651) 

Proceeds  from  maturities  of  U.S. 

Government  and  agency  obligations       15,600,000    10,600,460 
Proceeds  from  maturities  of  other 

investments  217,000       493,000 

Investment  income  earned  on  funds  held 

by  Bond  Trustee  2,263,544     2,805,741 

Interest  income  72,577       127,508 

Interest  income  on  Civic  and  Convention 

Center  Fund  273,094       699,153 

Interest  income  on  Massmeetings 

Custodial  Fund  4,846         5,055 


Net  cash  used  for  investing 

activities  $    (384,738)  $  (1,087,734) 


NET  DECREASE  IN  CASH  AND  CASH  EQUIVALENTS  $  (8,897,851)  $  (9,001,145) 

CASH  AND  CASH  EQUIVALENTS  AT  BEGINNING 

OF  YEAR  21,317,059     30,318,204 


CASH  AND  CASH  EQUIVALENTS  AT  END  OF  YEAR   $  12,419,208   $  21,317,059 


For  purposes  of  the  combined  statements  of  cash  flows,  cash  and 
cash  equivalents  consist  of  cash  on  hand,  cash  in  banks  and 
money  market  investments. 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 
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MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 


NOTES  TO  COMBINED  FINANCIAL  STATEMENTS 


JUNE  30,  1991 


(1)  Background 

The  Massachusetts  Convention  Center  Authority  (the 
Authority)  is  a  public  instrumentality  created  by  an  act  of  the 
Legislature  of  the  Commonwealth  of  Massachusetts  (the  Commonwealth) 
to  acquire  and  operate  the  facilities  known  as  the  John  B.  Hynes 
Veterans  Memorial  Convention  Center  (the  Hynes  Convention  Center) 
and  the  Boston  Common  Parking  Garage  (the  Garage) .   Its  purpose  is 
to  promote  the  economic  development  of  the  Commonwealth  by 
developing  and  operating  a  convention  center  suitable  for 
accommodating  major  national  and  international  conventions.   The 
Legislature  authorized  the  issuance  of  $200,000,000  of  general 
obligation  bonds  by  the  Authority  to  fund  the  cost  of  the  Hynes 
Convention  Center  expansion  and  renovation,  and  authorized  the 
Commonwealth  to  provide  grants  to  the  Authority  to  fund  the  annual 
debt  service  of  the  bonds . 

On  January  1,  1983,  the  Authority  purchased  the  Hynes 
Convention  Center  (including  all  land,  building  and  fixtures)  from 
the  City  of  Boston,  Massachusetts,  and  the  City's  rights  to  the 
revenues  of  the  Garage.   On  January  1,  1983,  the  Massachusetts 
Parking  Authority,  pursuant  to  the  Enabling  Acts,  turned  over 
control  of  the  Garage  (including  all  assets  and  liabilities)  to  the 
Authority  and  ceased  to  exist  as  the  operating  authority  of  the 
Garage.   The  funds  to  acquire  the  Hynes  Convention  Center  and  the 
Garage  were  provided  by  the  Commonwealth. 

In  January  1988,  the  Hynes  Convention  Center  was  reopened 

(2)  Summary  of  Significant  Accounting  Policies 

The  significant  accounting  policies  followed  by  the 
Authority  are  as  follows: 

(a)   Fund  Accounting 

Financial  transactions  of  the  Authority  are  accounted  for 
using  the  accrual  method  of  accounting,  except  for  the  following 
funds,  which  use  the  modified  accrual  basis: 

1.   The  Civic  and  Convention  Center  Fund  accounts  for 
the  activities  related  to  a  grant  received  from 
the  Commonwealth  to  be  used,  without  limitation, 
for  the  expansion  and  renovation  of  the  Hynes 
Convention  Center  and  the  rehabilitation  of  the 
Garage  (see  Note  4). 
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MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 


NOTES  TO  COMBINED  FINANCIAL  STATEMENTS 


JUNE  30,  1991 


(Continued) 


(2)   Summary  of  Significant  Accounting  Policies  (Continued) 

(a)  Fund  Accounting  (Continued) 

2.   The  Massmeetings  Custodial  Fund  accounts  for  the 
activities  related  to  a  cooperative  marketing 
program  established  to  promote  conventions  and 
trade  shows  in  the  Commonwealth.   The  Authority 
has  custody  of  the  funds  used  for  the  specific 
expenditures  related  to  this  program.   On  July  1, 
1989,  this  cooperative  marketing  program  was 
dissolved.   The  financial  dissolution  has  not  yet 
occurred  as  of  June  30,  1991.   This  dissolution  is 
not  expected  to  have  a  significant  impact  on  the 
Authority's  financial  statements. 

(b)  Revenue  Recognition 

Revenues  are  recognized  on  the  accrual  basis  for  the 
Garage  and  the  Hynes  Convention  Center  operations.   Garage  revenues 
consist  of  transient  fees  and  monthly  passes.   Monthly  pass  revenues 
are  paid  in  advance.   This  revenue  is  deferred  and  is  recognized 
ratably  over  the  month  to  which  the  pass  relates.   Hynes  Convention 
Center  revenue  consists  of  rental  income  and  income  for  services 
such  as  electricity,  air,  water,  telephone,  cleaning,  security, 
equipment  and  food. 

(c)  Accounting  for  Investment  in  Facilities 

Facilities  are  stated  at  cost  and  have  been  funded 
primarily  through  the  expenditure  of  Commonwealth  grants-in-aid  of 
facilities  acquisition. 

Depreciation  is  provided  on  the  straight-line  method  based 
on  the  estimated  economic  useful  lives  of  the  related  assets,  as 
follows : 

Convention  center  and  improvements  5-30  years 

Equipment  and  fixtures  3-  5  years 
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MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 


NOTES  TO  COMBINED  FINANCIAL  STATEMENTS 


JUNE  30,  1991 


(Continued) 


(2)   Summary  of  Significant  Accounting  Policies  (Continued) 

(c)  Accounting  for  Investment  in  Facilities  (Continued) 

As  discussed  in  Note  4,  the  physical  condition  of  the 
Garage  has  undergone  significant  deterioration  in  prior  periods,  and 
accordingly,  its  cost  will  become  fully  depreciated  as  of  June  30, 
1992  (see  Note  4) . 

Expenditures  for  repairs  and  maintenance  are  charged  to 
operations  as  incurred. 

(d)  Amortization  of  Contributed  Capital, 
Grants-in-aid  of  Facilities  Acquisition 

Contributed  capital,  grants-in-aid  of  facilities 
acquisition  (see  Note  6)  is  amortized  to  the  extent  of  depreciation 
expense  on  the  related  acquired  facilities. 

(e)  Accounting  for  Interest  Expense  and  Investment  Income 
Related  to  Hynes  Convention  Center  Bonds 

Interest  expense  on  the  outstanding  Hynes  Convention 
Center  Bonds  is  funded  by  restricted  grants  from  the  Commonwealth. 

Interest  income  from  invested  bond  proceeds  has  been  added 
to  contributed  capital,  grants-in-aid  of  facilities  acquisition  (see 
Note  6) .   This  component  of  contributed  capital  is  available  to  fund 
project-related  costs  and  operating  expenses  for  a  period  of  one 
year  after  the  expansion  and  renovation  of  the  Hynes  Convention 
Center  is  certified  to  be  substantially  complete  by  the  management 
of  the  Authority,  as  defined  in  the  Bond  Resolution.   As  the  cost  of 
the  expansion  and  renovation  has  not  been  finalized  (see  Note  3), 
substantial  completion,  as  defined,  has  not  been  certified. 

(f)  Accounting  for  State  Grants  -  Contractual 
Assistance  Earned 

Interest  expense  is  reimbursed  by  the  Commonwealth  under  a 
contractual  assistance  agreement  to  fund  debt  service  on  Hynes 
Convention  Center  Bonds.   Noncapitalized,  project-related  expenses 
and  designated  operating  costs  are  being  funded  by  interest  income 
earned  on  invested  bond  proceeds . 
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MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 


NOTES  TO  COMBINED  FINANCIAL  STATEMENTS 


JUNE  30,  1991 


(Continued) 


(2)  Summary  of  Significant  Accounting  Policies  (Continued) 

(f)  Accounting  for  State  Grants  -  Contractual 
Assistance  Earned  (Continued) 

The  Authority  accrues  state  grant  revenue  to  the  extent 
such  costs  have  been  incurred.   A  portion  of  state  grant  revenue  has 
been  classified  as  an  operating  transfer  in  the  accompanying 
combined  statements  of  operations  and  retained  earnings  (deficit)  to 
the  extent  that  interest  income  earned  on  invested  bond  proceeds  is 
used  to  fund  designated  operating  costs. 

(g)  Deferred  Charges 

Deferred  charges  primarily  represent  costs  incurred  in 
connection  with  the  issuance  of  bonds  (see  Note  5).   Amortization  is 
provided  on  the  straight-line  method  over  the  life  of  the  debt  and 
amounted  to  $188,806  in  both  1991  and  1990.   Amortization  is 
classified  as  project-related  other  expenses  in  the  accompanying 
combined  statements  of  operations  and  retained  earnings  (deficit) 
and  is  accounted  for  similar  to  other  noncapitalized, 
project-related  expenses. 

(h)   Investments 

Investments  are  carried  at  amortized  cost,  which 
approximates  market  value  (see  Note  9). 

(i)   Reclassification  of  Prior  Year  Amounts 

Certain  prior  year  financial  statement  information  has 
been  reclassified  to  be  consistent  with  the  current  year 
presentation.   The  combined  statement  of  changes  in  financial 
position  in  1990  has  been  replaced  with  the  combined  statement  of 
cash  flows  in  order  to  conform  with  the  provisions  of  Statement 
No.  9  of  the  Governmental  Accounting  Standards  Board. 

(3)  Contingencies 

The  Authority  is  involved  in  several  lawsuits  arising 
primarily  as  a  result  of  the  expansion  and  renovation  of  the  Hynes 
Convention  Center.   In  fiscal  1989,  the  Authority  brought  suit 
against  Bond  Brothers/Dugan  &  Meyers  (the  General  Contractor) 
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JUNE  30,  1991 


(Continued) 


(3)   Contingencies  (Continued) 

seeking  damages  in  excess  of  $8,000,000  for  the  delay  and  disruption 
caused  by  the  General  Contractor's  failure  to  properly  schedule, 
coordinate,  supervise  and  complete  the  work  as  required  by  its 
contract.   The  Authority  later  amended  its  complaint  to  name  the 
Insurance  Company  of  North  America,  which  had  issued  a  surety  bond 
to  the  General  Contractor,  as  an  additional  defendant. 

By  counterclaim,  the  General  Contractor  has  alleged  that 
the  Authority  or  its  agents  changed  design  specifications,  delayed 
approval  of  submissions  and  failed  to  decide  subcontractor  claims 
for  additional  costs  incurred  due  to  delay  and  disruption,  causing 
the  General  Contractor  to  sustain  damages  in  excess  of  $15,000,000. 
In  addition,  the  General  Contractor  alleges  that  the  Authority  is 
directly  liable  to  individual  subcontractors  on  their  claims  for 
additional  costs.   In  its  reply  to  the  counterclaim,  the  Authority 
has  denied  all  of  these  allegations. 

During  fiscal  1991,  the  Authority  reached  settlements  with 
the  contractor  involved  with  the  Phase  I  construction  as  well  as 
with  two  subcontractors  involved  in  the  Phase  II  expansion  and 
renovation  of  the  Hynes  Convention  Center.   One  of  the  contractor 
settlements  indemnified  the  Authority  from  any  future  exposure 
between  the  subcontractor  and  the  general  contractor.   The 
settlements  represented  changes  of  scope  in  work  and  overhead  and 
included  any  accrued  interest  on  these  amounts.   The  Authority 
capitalized  these  settlements,  which  were  funded  from  the  Civic  and 
Convention  Center  Fund,  as  part  of  the  cost  of  the  Convention  Center 

Three  subcontractors  involved  in  the  expansion  and 
renovation  of  the  Hynes  Convention  Center  have  filed  suits  against 
the  General  Contractor  and  the  Insurance  Company  of  North  America 
claiming  that  they  incurred  additional  costs  in  performing  their 
work  on  the  project,  as  a  result  of  the  General  Contractor's  failure 
to  make  the  site  available  in  a  timely  manner,  failure  to  properly 
coordinate  work  on  the  project  and  failure  to  promptly  furnish  the 
decisions,  interpretations  and  approvals  necessary  for  them  to 
properly  carry  out  their  work  on  the  project.   The  General 
Contractor  has  brought  a  third-party  complaint  against  the 
Authority,  asserting  that  the  Authority  is  liable  to  the  General 
Contractor  for  any  recovery  by  these  subcontractors  because  of 
changes  in  the  work  ordered  by  the  Authority,  defects  in  the 
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(Continued) 


(3)  Contingencies  (Continued) 

contract  drawings  and  specifications  and  other  breaches  of  the 
Authority's  obligations  under  the  construction  contract  with  the 
General  Contractor.   The  Authority  has  denied  all  liability  to  the 
General  Contractor  for  any  recovery  obtained  against  the  General 
Contractor  by  these  subcontractors.   The  Authority  intends  to 
vigorously  defend  against  this  third-party  claim  because,  in  the 
opinion  of  the  Authority,  any  damage  to  these  subcontractors  is 
attributable  to  misconduct  by  the  General  Contractor,  the 
subcontractors  themselves  and/or  other  subcontractors  on  the 
project.   Currently,  damages  sought  by  these  subcontractors  are  in 
excess  of  $3,845,000. 

In  addition  to  these  three  subcontractors,  other 
subcontractors  who  performed  work  on  the  expansion  and  renovation  of 
the  Hynes  Convention  Center  have  at  one  time  or  another  made  demand 
on  the  General  Contractor  or  the  Authority  for  additional  costs 
incurred  due  to  changes,  delay  or  disruption  to  their  work  on  the 
project.   There  is  a  possibility  that  some  or  all  of  these 
subcontractors  will  bring  suit  against  the  Authority,  among  others. 
If  all  the  subcontractors  pressed  their  claims,  including  the  three 
subcontractors  mentioned  above,  total  damages  sought  would  be  in 
excess  of  $15,000,000.   The  Authority  believes  that  it  has  defenses 
to  these  claims  and  intends  to  vigorously  defend  against  any  such 
claims  that  may  be  brought. 

The  status  of  these  lawsuits,  with  respect  both  to  the 
possible  extent  of  damage  claims  and  the  present  or  potential 
litigants  involved,  remains  substantially  the  same  as  in  the  prior 
year.   These  matters  continue  in  the  discovery  stage.   In  the 
opinion  of  the  Authority  and  its  legal  counsel,  the  ultimate 
resolution  of  these  lawsuits  is  uncertain. 

(4)  Garage  Rehabilitation  Study 

During  fiscal  1988,  the  Authority  engaged  two  independent 
engineering  firms  to  perform  a  joint  survey  of  the  Garage  to 
determine  its  existing  physical  condition  and,  in  addition,  to 
identify  those  areas  in  need  of  repair  and  recommend  appropriate 


-17- 


MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 


NOTES  TO  COMBINED  FINANCIAL  STATEMENTS 


JUNE  30,  1991 


(Continued) 


(4)  Garage  Rehabilitation  Study  (Continued) 

repairs.   The  results  of  this  survey  indicated  that  the  Garage  had 
undergone  significant  deterioration  caused  primarily  by  moisture  and 
road  salts  brought  in  from  vehicles  using  the  facility. 

During  fiscal  1990,  the  Authority  selected  an  independent 
consulting  firm  to  investigate  the  structure  of  the  Garage  in  its 
current  state  and  to  prepare  contract  documents  for  the  structural 
rehabilitation  of  the  Garage.   The  results  of  this  investigation 
indicated  that  certain  portions  of  the  Garage  are  in  advanced  stages 
of  deterioration.   The  preliminary  construction  cost  estimates  to 
renovate  the  Garage,  according  to  the  consulting  firm,  range  from 
$26.9  to  $35.4  million.   The  consulting  firm  is  currently  preparing 
contract  documents  for  the  structural  rehabilitation  of  the  Garage. 
At  June  30,  1991,  approximately  $1,560,000  and  $556,000  of 
consulting  and  certain  other  costs  associated  with  the  Garage 
rehabilitation  study  have  been  capitalized  and  are  classified  as 
deferred  charges  and  other  noncurrent  assets  in  the  accompanying 
combined  balance  sheets. 

Based  on  the  results  of  the  above  study  and  in  accordance 
with  the  study's  recommendations,  the  Authority  had  certain  remedial 
work  completed  at  the  Garage  during  fiscal  1991  in  the  amount  of 
$406,277.   These  costs  are  being  depreciated  over  the  remaining 
estimated  economic  useful  life  of  the  Garage. 

(5)  Bonds  Payable 

On  November  15,  1984,  the  Authority  raised  $100,000,000 
through  the  issuance  of  Hynes  Convention  Center  Bonds  (1984  Series  A) 
to  partially  finance  the  expansion  and  renovation  of  the  Hynes 
Convention  Center.   The  1984  Series  A  Bonds  consist  of  the  following: 

Interest  Original 

Description  Rates    Maturity    Amount 

Current  interest-paying  serial  bonds  5.75%-9.80%  1985-2000  $45,255,000 
Compound  interest  serial  bonds  8.90  -9.90  1994-2000  12,500,000 
Current  interest-paying  term  bonds      10.00%   2001-2005   42,245,000 
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(5)   Bonds  Payable  (Continued) 

On  November  1,  1985,  the  Authority  raised  an  additional 
$100,000,000  through  the  issuance  of  Hynes  Convention  Center  Bonds 
(1985  Series  A)  to  partially  finance  the  expansion  and  renovation  of 
the  Hynes  Convention  Center.   The  1985  Series  A  Bonds  consist  of  the 
following: 

Interest  Original 

Description  Rates    Maturity    Amount 

Current  interest-paying 

serial  bonds         "  5.251-9.00%  1986-2001  $75,000,000 

Compound  interest  serial  bonds  8.20  -9.00  1995-2001  15,000,000 
Current  interest-paying 

term  bonds  9.125     2002-2005   10,000,000 

The  legislative  Act  authorizing  the  issuance  of  bonds  by 
the  Authority  provides  for  participation  by  the  Commonwealth  in  the 
full  payment  of  annual  debt  service  costs  except  for  the  final  debt 
service  payment  of  the  1984  Series  A  bonds  as  discussed  in  Note  7. 

Scheduled  future  debt  service  payments  are  as  follows: 

For  the 
Year  Ending  Total 

June  30,         Debt  Service  Principal    Interest 

1992  $  21,891,526  $11,500,000  $  10,391,526 

1993  21,865,080  12,405,000  9,460,080 

1994  21,843,101  13,415,000  8,428,101 

1995  22,024,725  10,250,216  11,774,509 

1996  22,039,719  8,346,844  13,692,875 
Thereafter  181,608,239  91,017,940  90,590,299 

Interest  payments  on  the  compound  interest  serial  bonds 
commence  in  fiscal  1995,  and  accordingly,  the  related  accrued 
interest  and  contractual  assistance  from  the  Commonwealth  of 
Massachusetts  have  been  classified  as  long-term  in  the  accompanying 
combined  balance  sheets. 
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(5)   Bonds  Payable  (Continued) 

The  1984  Series  A  Bonds  maturing  after  September  1,  1994 
are  subject  to  redemption,  at  the  option  of  the  Authority,  on  and 
after  September  1,  1994,  at  the  following  redemption  prices, 
expressed  as  a  percentage  of  principal  amount,  plus  accrued  interest 
to  the  redemption  date: 

Period  Redemption 

(Both  Dates  Inclusive)  Prices 


September  1,  1994  through 

August  31,  1995  102.0% 

September  1,  1995  through 

August  31,  1996  101.5 

September  1,  1996  through 

August  31,  1997  101.0 

September  1,  1997  through 

August  31,  1998  100.5 

September  1,  1998  and 

thereafter  100.0 

The  1984  Current  Interest  Paying  Series  A  Term  Bonds  due 
September  1,  2005  are  also  subject  to  redemption  in  part  by  lot  on 
any  September  1  on  and  after  September  1,  2001  at  the  principal 
amount  thereof,  plus  accrued  interest  to  the  date  of  redemption 
thereof,  from  mandatory  sinking  fund  installments  that  are  required 
to  be  made  in  amounts  sufficient  to  redeem  on  September  1  of  each 
year  the  principal  amount  of  such  Bonds  specified  for  each  of  the 
redemption  dates  shown  below: 

Principal 
September  1 ,  Amount 

2001  $  6,920,000 

2002  7,610,000 

2003  8,375,000 

2004  9,210,000 

2005  10,130,000* 

*   Stated  Maturity. 
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(5)   Bonds  Payable  (Continued) 

The  1985  Current  Interest  Paying  Series  A  Bonds  maturing 
on  or  after  March  1,  1996  are  subject  to  redemption,  at  the  option 
of  the  Authority,  on  or  after  September  1,  1995,  at  the  following 
redemption  prices,  expressed  as  a  percentage  of  principal  amount, 
plus  accrued  interest  to  the  redemption  date: 

Period  Redemption 

(Both  Dates  Inclusive)  Prices 

September  1,  1995  through 

August  31,  1996  102% 

September  1,  1996  through 

August  31,  1997  101 

September  1,  1997  and 

thereafter  100 

The  1985  Current  Interest  Paying  Series  A  Term  Bonds  due 
September  1,  2005  are  also  subject  to  redemption  in  part  by  lot  on 
any  March  1  or  September  1  on  and  after  March  1,  2002  at  the 
principal  amount  thereof,  plus  accrued  interest  to  the  date  of 
redemption  thereof,  from  mandatory  sinking  fund  installments  that 
are  required  to  be  made  in  amounts  sufficient  to  redeem  on  March  1 
and  September  1  of  each  year  the  principal  amount  of  such  Bonds 
specified  for  each  of  the  redemption  dates  shown  below: 

Principal 
Date  Amount 


March  1,  2002  $1,065,000 

September  1,  2002  1,110,000 

March  1,  2003  1,165,000 

September  1,  2003  1,215,000 

March  1,  2004  1,270,000 

September  1,  2004  1,330,000 

March  1,  2005  1,390,000 

September  1,  2005  1,455,000* 

*   Stated  Maturity. 
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(6)   Contributed  Capital,  Grants-in-Aid  of  Facilities  Acquisition 

An  analysis  of  contributed  capital,  grants-in-aid  of 
facilities  acquisition  for  the  years  ended  June  30,  1991  and  1990  is 
as  follows: 

1991        1990 


Balance,  beginning  of  year  $118,680,031   $110,186,991 

Expenditure  from  Civic  and  Convention 
Center  Fund  for  costs  related  to  the 
Hynes  Convention  Center  expansion 
and  renovation  and  the  Garage 
rehabilitation  study  2,036,073     1,200,641 

Net  investment  income  earned  on 

funds  held  by  the  Bond  Trustee  2,160,264     2,435,339 

Transfer  from  Civic  and  Convention 

Center  Fund  to  fund  construction         5,985,953  - 

Reimbursement  from  the  Commonwealth 

for  payment  of  bond  principal  10,675,000     9,935,000 

Expenditure  of  net  investment  income 
earned  on  funds  held  by  the  Bond 
Trustee  for  project-related  expenses 
and  designated  operating  costs  (7,060,101)    (4,889,134) 

Amortization  of  deferred  charges  (188,806)      (188,806) 

Balance,  end  of  year  $132,288,414   $118,680,031 
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(7)   Funds  Held  by  Bond  Trustee 

Under  the  1984  and  1985  Series  A  agreements,  the  Authority 
must  maintain  certain  investment  funds  with  the  Bond  Trustee  (a 
commercial  bank).   These  funds  are  as  follows: 

(a)  Construction  Account 

The  Construction  Account  represents  the  remaining  balance 
of  the  bond  funds  and  a  transfer  from  the  Civic  and  Convention 
Center  Fund  reserved  to  finance  the  expansion  and  renovation  of  the 
Hynes  Convention  Center  and  to  fund  certain  Hynes  Convention  Center 
project-related  and  operating  costs.   Income  earned  on  these  funds 
is  retained  in  the  account.   Upon  achieving  substantial  completion 
of  the  Hynes  Convention  Center  expansion  and  renovation,  as  defined 
in  the  Bond  Resolution  (see  Note  2(e)),  unused  Construction  Account 
funds,  if  any,  of  up  to  $5,000,000  will  be  transferred  to  the 
Renewal  and  Replacement  Fund  with  any  remaining  funds  to  be 
transferred  to  a  Special  Redemption  Fund.   Management  of  the 
Authority  does  not  anticipate  that  there  will  be  any  unused 
Construction  Account  funds  to  be  transferred  to  the  Renewal  and 
Replacement  or  the  Special  Redemption  Funds. 

(b)  Debt  Service  Fund 

The  Trustee  disburses  from  the  Debt  Service  Fund,  on  or 
before  each  interest  payment  date  (March  1  or  September  1),  an 
amount  sufficient  to  pay  principal  installments  and  interest  on 
outstanding  bonds.   The  Authority  deposits  contractual  assistance 
payments  from  the  Commonwealth  in  this  account  to  meet  the  bond 
obligations.   Until  completion,  as  defined  in  the  Bond  Resolution, 
of  the  Hynes  Convention  Center  expansion  and  renovation,  income 
earned  on  these  funds  is  transferred  to  the  Construction  Account  and 
to  the  Renewal  and  Replacement  Fund  thereafter. 

(c)  Debt  Service  Reserve  Fund 

The  Debt  Service  Reserve  Fund  applies  exclusively  to  the 
1984  Series  A  bonds  and  represents  an  amount  equal  to  the  greater  of 
the  maximum  amount  of  debt  service  coming  due  in  any  six-month 
period  or  any  single  interest  payment  due  in  the  future.   Until 
completion,  as  defined  in  the  Bond  Resolution,  of  the  Hynes 
Convention  Center  expansion  and  renovation,  income  earned  on  these 
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(7)  Funds  Held  by  Bond  Trustee  (Continued) 

(c)  Debt  Service  Reserve  Fund  (Continued) 

funds  is  transferred  to  the  Construction  Account  and  to  the  Renewal 
and  Replacement  Fund  thereafter  to  the  extent  required  by  the  Bond 
Resolution.   Of  the  original  bond  proceeds  from  the  1984  Series  A 
bonds,  $10,636,500  is  restricted  for  use  in  making  the  final  debt 
service  payment  of  the  aforementioned  bonds  on  September  1,  2005. 
As  a  result,  it  is  unavailable  to  fund  expenses  related  to  the  Hynes 
Convention  Center  expansion  and  renovation  or  operations. 

(d)  Renewal  and  Replacement  Fund 

The  Renewal  and  Replacement  Fund  represents  funds  to  be 
used  to  assure  proper  maintenance  and  repair  of  the  Hynes  Convention 
Center  subsequent  to  the  completion  of  the  expansion  and 
renovation.   Income  earned  on  these  funds  is  retained  in  the  Renewal 
and  Replacement  Fund. 

(8)  Employee  Benefits 

(a)   Pension  Plan 

Pursuant  to  the  Enabling  Acts,  the  Authority  assumed 
responsibility  for  the  pension  liability  relating  to  the  prior 
service  of  Garage  employees.   This  net  prior  service  liability 
amounted  to  $382,054.   No  prior  service  liabilities  were  assumed  for 
employees  of  the  Hynes  Convention  Center  (previously  employed  by  the 
City  of  Boston) . 

Effective  with  the  establishment  of  the  Authority,  all  of 
its  employees  participate  in  the  Commonwealth  of  Massachusetts 
Contributory  Retirement  System  (the  System) .   Contributions  to 
provide  benefits  under  the  System  are  made  by  the  Authority  under 
the  "pay-as-you-go"  method  by  annually  contributing  the  amount 
determined  by  the  State  Division  of  Public  Employee  Retirement 
Administration  (PERA) .   The  contribution  is  calculated  as  the  amount 
necessary  to  provide  for  the  following  year's  retirement  benefits. 
The  active  Authority  employees  contribute  5%,  7%,  8%  or  10% 
(depending  on  date  of  employment)  of  their  regular  compensation,  as 
defined . 
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(8)   Employee  Benefits  (Continued) 

(a)   Pension  Plan  (Continued) 

The  Authority's  payroll  for  active  employees  covered  by 
the  System  for  the  year  ended  December  31,  1990  amounted  to 
$2,684,847,  which  represented  69.7%  of  the  year's  total  payroll. 

Massachusetts  Contributory  Retirement  System  benefits  are 
uniform  from  system  to  system.   The  System  provides  for  retirement 
allowance  benefits  up  to  a  maximum  of  80%  of  a  member's  highest 
three-year  average  annual  rate  of  regular  compensation.   Benefit 
payments  are  based  upon  a  member's  age,  length  of  creditable 
service,  level  of  compensation  and  group  classification. 

Members  become  vested  after  10  years  of  creditable 
service.   A  superannuation  retirement  allowance  may  be  received  upon 
the  completion  of  20  years  of  service  or,  for  an  employee  hired 
prior  to  1978,  attainment  of  age  55  as  an  active  member.   Normal 
retirement  for  most  employees  occurs  at  age  65. 

A  retirement  allowance  consists  of  two  parts:   an  annuity 
and  a  pension.   A  member's  accumulated  total  deductions  and  a 
portion  of  the  interest  generated  thereon  constitute  the  annuity. 
The  differential  between  the  total  retirement  benefit  and  the 
annuity  is  the  pension. 

The  amount  shown  on  page  23  as  the  pension  benefit 
obligation  is  a  standardized  disclosure  measure  of  the  present  value 
of  pension  benefits,  adjusted  for  the  effects  of  projected  salary 
increases  and  step-rate  benefits,  estimated  to  be  payable  in  the 
future  as  a  result  of  employee  service  to  date.   The  measure  is 
intended  to  help  users  assess  the  funding  status  of  the  System  on  a 
going-concern  basis,  assess  progress  made  in  accumulating  sufficient 
assets  to  pay  benefits  when  due  and  make  comparisons  among 
employers.   The  measure  is  the  actuarial  present  value  of  credited 
projected  benefits  and  is  independent  of  the  funding  method  used  to 
determine  contributions  to  the  System. 
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(8)   Employee  Benefits  (Continued) 

(a)   Pension  Plan  (Continued) 

The  pension  benefit  obligation  was  computed  in  accordance 
with  the  Individual  Entry  Age  Normal  Actuarial  Cost  Method  as  part 
of  an  actuarial  valuation  performed  as  of  January  1,  1990. 
Actuarial  assumptions  used  in  the  valuation  include  (a)  a  rate  of 
return  on  the  investment  of  present  and  future  assets  of  8%  a  year 
compounded  annually,  (b)  projected  salary  increases  of  6%  a  year, 
(c)  cost-of-living  increases  are  assumed  to  be  3%  per  year  on  the 
first  $9,000  annual  pension,  and  (d)  life  expectancy  determinations 
of  members  according  to  the  1971  Group  Annuity  Mortality  Table. 

The  total  unfunded  pension  benefit  obligation  applicable 
to  Authority  employees  was  $65,543  at  January  1,  1991,  computed  as 
follows : 

Retirees  and  beneficiaries  currently  receiving 
benefits  and  terminated  employees  not  yet 
receiving  benefits  $   623,982 

Current  employees- 
Accumulated  employee  contributions, 

including  allocated  investment  earnings  1,247,619 

Employer-financed,  vested  700,458 

Employer-financed,  nonvested  292,915 


Total  pension  benefit  obligation  $2,864,974 

Accrued  pension  expense  plus  accumulated 

employee  contributions  2,799,431 


Total  unfunded  pension  benefit 

obligation  $    65,543 
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(8)   Employee  Benefits  (Continued) 

(a)   Pension  Plan  (Continued) 

The  following  table  summarizes  the  contributions  required 
by  the  Commonwealth  and  the  amount  expensed  by  the  Authority  for 
fiscal  1991  and  1990  as  well  as  the  actuarially  determined  funding 
required  assuming  normal  cost  plus  a  40-year  amortization  of  the 
unfunded  actuarial  accrued  liability  with  the  $30,000  pay  cap,  plus 
a  15-year  amortization  of  the  increase  in  the  unfunded  actuarial 
accrued  liability  due  to  the  removal  of  the  $30,000  pay  cap  for 
active  employees  with  both  amortization  payments  increasing  at 
4-1/2%  (assumed  inflation  rate)  per  year  until  fully  amortized. 

1991   1990 


Contributions  required  by  the  Commonwealth 

of  Massachusetts  (the  "pay-as-you-go"  method)   $  22,729  $  22,729 


Amount  expensed  $251,400  $192,000 


Approximate  calendar  1991  and  1990  funding 
required,  per  January  1,  1991  and  1989 
actuarial  valuations  $216,105  $212,575 


As  indicated  above,  as  of  January  1,  1991,  accrued  pension 
expense  plus  accumulated  employee  contributions  were  sufficient  to 
fund  approximately  98%  of  the  pension  benefit  obligation.   For  the 
year  ended  December  31,  1990,  the  unfunded  pension  benefit 
obligation  represented  approximately  2.4%  of  the  annual  payroll  for 
active  employees.   In  addition,  for  the  years  ended  December  31, 
1990  and  1989,  the  Authority's  contributions  to  the  System,  made  in 
accordance  with  the  "pay-as-you-go"  method,  were  approximately  .8% 
and  .7%,  respectively,  of  annual  covered  payroll.   Three-  and 
ten-year  trend  information  is  not  available  as  of  June  30,  1991. 
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(8)  Employee  Benefits  (Continued) 

(b)  Severance  Pay/Sick  Leave  Benefits 

Under  the  terms  of  employment  contracts  assumed  from  the 
Massachusetts  Parking  Authority,  certain  management  employees  of  the 
Garage  are  entitled  to  severance  pay.   All  union  employees  are 
contractually  entitled  to  sick  leave  benefits  upon  retirement.   In 
addition,  the  Authority  has  extended  this  benefit  to  all  employees. 
Vested  severance  pay  and  sick  leave  benefits  for  employees  at 
June  30,  1991  and  1990  were  estimated  to  be  $587,313  and  $420,289, 
respectively,  and  are  reflected  in  the  accompanying  combined  balance 
sheets  as  accrued  expenses. 

(c)  Other  Postretirement  Employee  Benefits 

In  addition  to  providing  pension  benefits  to  retired 
employees,  the  Authority  has  agreed  to  provide  certain  health  care 
benefits  to  retired  employees. 

The  Authority,  for  regular,  full-time  employees,  will 
assume  the  full  cost  of  group  health  insurance,  including  basic  life 
insurance  and  catastrophic  illness  coverage  for  retirees  (and 
surviving  spouses)  who  retire  and  receive  a  retirement  allowance 
from  the  Authority  and  who  have  completed  five  years  of  continuous 
service  with  the  Authority.   At  June  30,  1991,  five  retired 
employees  were  eligible  to  receive  these  benefits. 

These  health  care  benefits  are  provided  through  insurance 
coverage  administered  by  the  Commonwealth,  which  is  responsible  for 
billing  the  Authority  for  the  related  premiums.   The  Authority 
recognizes  the  cost  of  these  benefits  by  expensing  the  amounts 
billed  to  them  by  the  Commonwealth,  which  amount  was  not  significant 
in  1991  and  1990. 

(9)  Cash  and  Other  Investments 

Cash  consists  of  deposits  with  certain  banks  and  with  the 
Massachusetts  Municipal  Depository  Trust  (MMDT)  (a  pooled  investment 
fund  managed  by  the  State  Treasurer,  consisting  primarily  of 
certificates  of  deposit  with  major  banks,  commercial  paper  and 
repurchase  agreements).   These  deposits  are  carried  at  cost  with  the 
related  accrued  interest  included  in  other  assets  in  the 
accompanying  combined  balance  sheets. 
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(9)   Cash  and  Other  Investments  (Continued) 

Repurchase  agreements  owned  by  the  MMDT  are  conducted  only 
with  approved  banks  and  primary  securities  dealers.   In  addition, 
MMDT ' s  custodian  takes  delivery  of  the  collateral  in  MMDT ' s  name. 
Pass-through  insurance  represents  coverage  obtained  from  the 
specific  investments  held  in  MMDT's  portfolio.   To  the  extent  that 
MMDT's  investments  are  insured  by  the  issuer,  the  Authority  is 
insured  up  to  its  respective  percentage  of  the  total  MMDT 
portfolio.   Certain  deposits  are  insured  by  the  Federal  Deposit 
Insurance  Corporation  (FDIC) . 

Short-term  investments  consist  of  U.S.  Treasury  notes, 
which  mature  within  a  year.   Other  investments  consist  of  U.S. 
Treasury  notes  and  certificates  of  deposit.   The  U.S.  Treasury  notes 
(both  short-  and  long-term)  are  held  in  safekeeping  in  the 
Authority's  name.   Certificates  of  deposit  are  fully  insured  by  the 
Depositors  Insurance  Fund  of  Massachusetts  (DIFM)  and/or  by  the  FDIC. 

Obligations  and  funds  held  by  the  Bond  Trustee  consist  of 
U.S.  Government  and  agency  obligations  and  money  market  accounts. 
Investments  are  carried  at  amortized  cost  and  are  held  by  the  Bond 
Trustee  in  the  Authority's  name. 
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(9)   Cash  and  Other  Investments  (Continued) 

The  Authority's  cash  and  investments  at  June  30,  1991  and  1990  are  as  follows 

1991  1990 


Insured  (FDIC)  deposits 
Insured  (MMDT  pass-through) 

deposits 
Uninsured  deposits 

Total  cash 

U.S.  Treasury  notes 

Total  cash  and 
short-term 
investments 


Carrying    Bank  Balance    Carrying    Bank  Balance 
Amount    or  Market  Value   Amount    or  Market  Value 


$ 


281,405    $    252,734    $    300,000    $    300,000 


1,308,640 
212,029 


1,096,181 


1,312,530 
249,810 


4,251,187 
4,672,368 


1,095,436 


207,912 


4,540,059 
4,825,700 


$  1,802,074    $  1,815,074    $  9,223,555    $  9,665,759 


206,476 


$  2,898,255    $  2,910,510    $  9,431,467    $  9,872,235 


Funds  held  by  Bond  Trustee- 
U.S.  Government  and  agency 

obligations 
Money  market  accounts 


$18,983,307    $19,042,157    $15,871,046    $15,859,532 
10,617,135     10,617,135     12,093,503     12,093,503 


Total  funds  held  by 

the  Bond  Trustee    $29,600,442    $29,659,292    $27,964,549    $27,953,035 


U.S.  Treasury  notes 
Insured  certificates  of 
deposit  (FDIC  and  DIFM) 

Total  other 
investments 


$  1,077,394    $  1,070,269    $  2,008,097    $  1,959,577 


393,789 


399,303 


364,737 


364,737 


$  1,471,183    $  1,469,572    $  2,372,834    $  2,324,314 
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(9)   Cash  and  Other  Investments  (Continued) 

At  year-end,  the  carrying  amount  of  the  Authority's 
deposits  differed  from  the  bank  balances  because  of  outstanding 
checks  and  other  normal  reconciling  items. 

A  significant  portion  of  cash  and  short-term  investments 
and  other  investments  has  been  designated  by  management  or  is 
restricted  for  specified  purposes  as  follows: 

1991      1990 


Civic  and  Convention  Center  Fund  $   691,886  $  7,945,885 

Massmeetings  Custodial  Fund  69,950      64,678 

Pension  benefits  1,551,813    1,639,910 

Vested  severance  pay/sick  leave  benefits  565,690     526,495 
Extraordinary  repairs  and  equipment 

replacement  1,015,552     940,837 


$3,894,891  $11,117,805 
Cash  and  investments  not 

designated  or  restricted  474,547     686,496 


$4,369,438  $11,804,301 


(10)   Subsequent  Events 

Subsequent  to  June  30,  1991,  the  Authority  reached  an 
agreement  with  the  Prudential  Insurance  Company  (Prudential)  that 
provided  for  Prudential  to  reimburse  the  Authority  $600,000  for 
costs  incurred  by  the  Authority.   These  costs  had  been  capitalized 
into  the  Hynes  Convention  Center  by  the  Authority.   In  addition,  the 
agreement  provided  for  an  easement  "swap"  between  the  Authority  and 
Prudential  of  approximately  2,300  square  feet. 
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